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PART I 


TRADE-MARK ASSIGNMENTS AND LICENSES IN CANADA 
Harold G. Fox* 


I. Introduction 


The law of Canada with respect to assignment of, and license under, trade-marks 
and trade-names may be epitomized by the statement that the principles of the com- 
mon law are the governing factors. In general, a trade-mark may be assigned 
only with the good-will of the business to which it is attached and a license under 
a trade-mark serves to invalidate the mark. Put shortly, Canadian law does not 
recognize a trade-mark in gross. But, like all general statements, there are excep- 
tions. The foregoing does not supply by any means an adequate picture of the 


Canadian law on the subject and some deeper examination and consideration are 
warranted. 


Rights under a trade-mark or trade-name, whether registered or unregistered, 
may be considered from three viewpoints, each of which presents at least some 


aspects which are inconsistent with those presented by the others. A trade-mark 
or name may thus be regarded: 


1. It is a species of property and, as such, entitled to all the incidents attaching to other 


species of intangible incorporeal property including the right of disposition on the part 
of its owner. 

2. It is a limited species of property in which not only the nominal owner has rights but 
in which the public interest is so deeply concerned that it may properly be said that 
the public has acquired rights therein which cannot be disregarded by the nominal 
owner. According to this theory, the right to a trade-mark or name is acquired by 
adoption and use and it is only by such means that trade-mark rights, which may be 
termed property, come into existence. It is merely an indication of origin of the 
goods to which it is applied. But, the public, being a necessary party to the acquisition 
of trade-mark reputation, in that it is only in the public mind and in the public eye that 
trade-mark reputation can be effective, the obligation imposed by equity not to mis- 
lead or deceive by the use which is made of the mark, may be said to vest in the public 
certain rights which, while they may not amount to property rights in the mark, at 
least limit the full ownership right of property enjoyed therein by the normal owner. 

3. It is based upon a function of guarantee. According to this theory a trade-mark 
constitutes property in the hands of its owner but serves, not as an indication of origin, 
but as a guarantee of quality. As Derenberg’ says: “If the guarantee of quality which 
the mark implies is preserved by proper safeguards, there is no reason to insist that the 
commercial origin of the goods should remain unchanged.” 


* Harold G. Fox, K. C., is the author of several textbooks on the Canadian law of copy- 
rights and trade-marks. In view of the great uncertainty which exists in this country with 
regard to the propriety of assignment and licenses of trade-marks in Canada, the editors have 
invited Dr. Fox to contribute an article on this subject. Dr. Fox is a member of the staff 
of the University of Toronto Law School. Further instalments of this article will appear in 
subsequent issues. 

1. Trade-Mark Protection and Unfair Trading 1936, p. 586, quoting Edward S. Rogers. 

2. Op. cit., p. 585. 
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As Derenberg points out’ it was the “rebottling’” cases’ which, in the United 
States, “laid the cornerstone for the acceptance of the modern theory which 
eventually led to the almost complete recognition of the guaranty function of the 
trade-mark.” The indication of origin theory, so much stressed in the Canadian 
case law, and that of Great Britain before the enactment of the Trade-Marks Act, 
1938, is not based upon quite so much reason and common sense as may be at first 
supposed when it is borne in mind that the trade-mark may point to the maker as a 
distinct person, to the place of manufacture, to a certain natural source, or to a 
certain quality or secret formula. There has been, in the past, little effort made to 
probe the question of what the trade-mark actually indicates in the individual case. 
Origin and ownership are by no means the sole indications of a trade-mark. “In 
fact the law does not take so narrow a view of the permissible use of a trade- 
mark in spite of frequent utterances to the contrary.’ 

It is suggested that the viewpoint from which trade-marks and trade-names are 
regarded is of considerable importance when deciding how far it is proper to per- 
mit assignments and licenses to be made of and under them. If the first view is 
accepted, there should be no limit to such right. If a mark or name is merely per- 
sonal incorporeal property and nothing else, there can be no logical reason for 
fettering its disposition or use with artificial rules and restrictions. If the indica- 
tion of origin theory is accepted, then the public is, in a sense, joint owner of the 
mark or name with the person who commenced to use it as a trade-mark or name 
to distinguish certain definite goods or a particular business. Any departure from 
such a connection is a matter which interests the public and should be permitted only 
if accompanied by adequate safeguards which will not deceive the public into think- 
ing that they are getting goods from a certain source when they are, in fact and in 
practice, getting them from another. According to the theory of the trade-mark 
or name having only a function of guaranteeing quality, the public is not interested 
in source but only in the maintenance of quality, kind and type. Anyone familiar 
with modern business must realize that the indication of origin theory is out- 
dated if it is regarded as a cast-iron, all-inclusive formula. Nor does the guaran- 
tee function supply the answers to all situations. Trade-mark rights may validly 
persist no matter how great the deterioration of quality if they remain in the same 
hands or the hands of those carrying on the same business. The indication of origin 
theory completely breaks down when a business is sold to a newcomer, or changes 
hands by the modern process of stock-manipulation. Rules which were valid in 
the days of simple trade and commercial habits and regulations show many dis- 
crepancies and absurdities when forced to accommodate themselves to the 
complexities of modern industrial and commercial practices and usages. It 
is, however, probably true to say that, while the first viewpoint has been 
rejected in Canada and the third has gained some grounds in the Stegel Kahn 
case,’ the second viewpoint is that which guides the principles of Canadian trade- 


3. See Coca-Cola Bottling Co. v. Coca-Cola Co. (1920), 269 Fed. 796 and other cases noted 
by Derenberg at p. 583, note 43. 
4. Grismore: The Assignment of Trade-Marks and Trade-Names (1932), 30 Mich. L. R. 


5. (1935), Ex. C. R. 1. 
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mark law. The third viewpoint has been accepted in the United States in the “re- 
bottling” cases and will, no doubt, exercise a profound effect on Canadian juris- 
prudence as is evidenced by the decision in the Siegel Kahn case. The first ground 
is that which has, subject to certain adequate safeguards, been accepted in England 
by the new system set up in the Trade-Marks Act, 1938. However, until Canada 
decides to amend her statutory provisions, such a system is ineffective here. It is a 
most important step in accepting the all-out view of trade-marks as property but, 
until further Parliamentary action, Canada must adhere to the indication of origin 
theory, to which will, no doubt, be added further decisions adopting the principle 
of the guarantee of quality theory. 

In Canada the law of trade-marks and trade-names is permeated and thus highly 
influenced by the indication of origin theory. This is particularly apparent in those 
provisions of the statute and of the decisions of the courts relating to the assign- 
ment and licensing of trade-marks and trade-names. Before discussing the main 
subject of this paper it is thought useful to sketch in outline the general law of 
Canada on the subject. 


2. General Principles of Canadian Law of Trade-Marks 


The right to ownership of a trade-mark or trade-name, and the co-terminous 
right to protect it from mis-use by others by restraining them from infringing or 
from passing off their goods or businesses as and for those of the plaintiff by use 
of a mark, name, get-up or other indication of origin, derive from the law of Eng- 
land and have from earliest times been recognized in Canada.° Registration of 
trade-marks and the right to restrain their infringement were first provided for by 
the old Province of Canada in 1860 and continued in the Dominion Trade-Mark and 
Design Act of 1868’ which was later repealed and gave place to the Unfair Competi- 
tion Act, 1932." That Act, by Sec. 4(4) provides that : 


No person shall institute any proceedings in any court to prevent the infringement 
of any trade-mark unless such trade-mark is recorded in the register maintained pursuant 
to this Act. 


It must, however, be remembered that this section speaks only of infringement 
and does not in any way interfere with trade-mark rights acquired or arising under 
the principles of the common law nor in any way derogate from the right to bring an 
action for passing off, not only in the Provincial but also in the Federal courts.’ It 
should therefore be remembered that the Dominion statutory provision, the Unfair 
Competition Act, 1932, does not control, in all its aspects, the law of trade-marks 
and trade-names in Canada but that, on the contrary, the common law must be 


6. The principles governing the action for passing off are stated by Kay, L. J., in Powell v. 
Birmingham Vinegar Brewery Co. (1896), 2 Ch. at p. 79; 13 R. P. C. at p. 256; in Canada see 
Kitchen Overall & Shirt Co. Ltd. v. Elmira Shirt & Overall Co. Ltd. (1937), Ex. C. R. 230 at 
p. 232 per Maclean, J. The earliest reported Canadian case of passing off was that of Whitney 
v. Hickling (1856), 5 Gr. 605. 

7. 30 Vic. Ch. 55; Cf. R. S. C. (1927), Ch. 201. 

8. 22-23 Geo. V., Ch. 38. 

9. Cf. Fox, Canadian Law of Trade-Marks and Industrial Designs, 1940, pp. 63 and 299; 
Kitchen Overall & Shirt Co. Ltd. v. Elmira Shirt & Overall Co. Ltd. (1937), Ex. C. R. 230; 
Anheuser Busch, Inc. v. Canada Bud Breweries Ltd. (1933), O. R. 75; O. W. N. 13. 
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considered and many cases, not provided for by the statute, must be answered ac- 
cording to the principles of the common law.*® 


Effect of English Decisions in Canada 


In considering the Canadian law on the subject of assignment and license of 
trade-mark, it is important to remember that while, in general, the decisions of the 
English courts are binding upon the Canadian courts, this is so only in connection 
with the general principles of the common law and of equity and of such statutory 
enactments as are in identical or similar terms. In reading the English cases 
it is, therefore, of importance to remember that there are in Canada no provisions 
comparable to Sec. 22 of the British Trade-Marks Act, 1938. By that section 
a trade-mark is, and is deemed always to have been, assignable with or without 
the good-will, and to be and always to have been assignable for some or all of the 
goods in respect of which the trade-mark is registered. Nor is there in Canada 
any section comparable to Sec. 28 of the British Act of 1938 providing for regis- 
tered users of trade-marks, to permit of use of registered trade-marks by persons 
other than the proprietor. In considering the applicability of English decisions to 
a Canadian situation on this particular point, it is, therefore, necessary to stop at 
the year 1938 and read only the decisions preceding such date. 


3. Assignment of Trade-Marks 
The Statutory Law 


In reviewing the law relating to the basis upon which assignments and licenses 
of trade-marks may be validly made in Canada, it is primarily important to con- 
sider the provisions of the Unfair Competition Act, 1932, Sec. 44(2) : 


A registered trade-mark shall not be assigned or transmitted except in connection and 
concurrently with an assignment or transmission of the good will of the business carried 
on in Canada in association with the wares for which such mark has been registered, 
and in any case such trade-mark shall be terminate with such good-will; provided how- 
ever that any registered owner of a trade-mark whose headquarters are situate in Canada 
and who is entitled to its exclusive use in connection with a business carried on in Canada 
may assign the right to use such trade-mark in any other country, in association with any 
wares for which such trade-mark is registered, in connection and concurrently with his 
assignment of the good will of the businesses carried on in such other country in such 
wares, provided that the grant of such right is forthwith recorded by the grantor of such 
right in the register maintained pursuant to this Act. 


10. It will be understood that the common law of England is in force, subject to whatever 
changes have been or may be made by provincial or Dominion statutes, in all the provinces of 
Canada with the exception of the Province of Quebec. There the law is based upon the Civil 
Code of Lower Canada which derives from the old Coutume de Paris and the Code Napoléon. 
In general, the civil law of Quebec on the subject of unfair competition or concurrence déloyale 
is very similar to the common law of passing off and finds its expression in Article 1053 of the 
Civil Code which provides as follows: “Every person capable of discerning right from wrong 
is responsible for the damage caused by his fault to another, whether by positive act, imprudence, 
neglect or want of skill.” That the principles enunciated by this section of the Civil Code pro- 
vide generally the same basis for a passing off action as is provided in the common law provinces 
may be seen by reference to the following judgment of the Quebec Court of King’s Bench in 
République francaise v. S. Hyman et al. (1920), Q. R. 31 K. B. 22: “Notre droit civil reconnait 
l’action en dommages-intéréts pour concurrence déloyale, qui consiste a offrir en vente au public 
et a lui vendre des marchandises en lui faisant croire qu’elles sont manufacturées par un autre. . 
Il n’est pas nécessaire de prouver que les acheteurs ont été trompés; il suffit d’etabliir qu’il y a 
eu tentative d’égarer le public. Dans ce cas, il y a lieu 4 une injonction.” 
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The Common Law 


This provision, with the exception of the proviso, follows, in general, the com- 
mon law on the subject. According to Canadian law it has always been held that 
an assignment, to be valid, must be concurrent and co-terminous with an assignment 
of the good-will of the business to which the mark relates. The assignability of 
a trade-mark is a national development of the principle that a trade-mark con- 
stitutes property. The earlier law of England treated a trade-mark as non-assign- 
able but once Lord Westbury in the Leather Cloth case had startled the profession 
by asserting that there might be property in a trade-mark, the question naturally 
arose how that property could be dealt with and whether it was assignable property 
or property not the subject of assignment. When the Leather Cloth case came to 
the House of Lords” Lord Cranworth said :* 


But I further think that the right to a trade-mark may in general treating it as prop- 
erty or as an accessory of property be sold and transferred upon a sale and transfer of 
the manufactory of the goods on which the mark has been used to be affixed, and may be 
lawfully used by the purchaser. 


The principle, therefore, became firmly established in the law of England that 
unless the good-will to which the name attaches is transferred along with the trade- 
name, there can be no valid assignment. Thus, in Pinto v. Badman a Mexican 
cigar manufacturer, selling cigars under the trade-mark “El Destino,” sold to the 


plaintiff the brand, retaining his manufacturing business but undertaking not to 
sell cigars under that brand. It was held, by the Court of Appeal, that the assign- 


ment, being an assignment in gross, gave the plaintiff no title. In delivering judg- 
ment, Fry, L. J., said :** 


It follows, therefore, that it has been laid down by the clearest authority that a trade- 
mark can be assigned when it is transferred together with, to use Lord Cranworth’s 
language, “the manufactory of the goods in which the mark has been used to be affixed.” 
Beyond that, so far as my knowledge goes, and so far as any case that has been cited to us 
at the bar is concerned, no authority can be produced. Therefore, I can see that that is 
the limit of the assignability of a trade-mark. It can be assigned; if it is indicative of 
origin, when the origin is assigned with it. It cannot be assgned when it is divorced from 
its place of origin, or when, in the hands of the transferee, it would indicate something 
different to what it indicated in the hands of the transferor.’® 


Adoption of Common Law Rule in Canada 


The Courts of Canada adhered, in general, strictly to the English rule. Thus, 
in the Exchequer Court of Canada in the case of In re Vulcan Trade-Mark* Cassels, 
J., said: 


~*~" veel Cloth Co. Ltd. v. The American Leather Cloth Co. Ltd. (1863), 4 DeG. J. & S. 
at p. 137. 

12. (1865), 11 H. L. C. 534. 

13. (1891), 8R. P.C. 181. 

14. At p. 194. 

15. See also Thorneloe v. Hill (1894), 1 Ch. 569; 63 L. J. Ch. 331; Smith’s Trade-Mark 
(1927), 44 R. P. C. 533. 

16. (1914), 15 Ex. C. R. 265 at 272. 
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It is quite true that the Canadian statute permits an assignment of a trade-mark but 
it would be contrary to all rules applicable to trade-marks if a mark could be assigned to 
somebody who would use it upon goods neither manufactured nor sold by the owner of the 
trade-mark. It would have the effect of leading to misrepresentation. 


Put more shortly by a judge in one of the Provincial courts, Lount, J., in Gegg 
. Bassett" said: 


The right is assignable, it is true, but only I think in connection with the good-will 
of the business, general or specific, in which the trade-mark has been used.}* 


Where Good-Will Absent 


An assignment of a trade-mark, therefore, is inoperative if the assignor has no 
good-will to assign.” Difficulty may arise on the question of fact as to whether the 
assignor has the good-will of a business in the particular goods to assign. Thus, in 
Magnolia Metal Co.’s Trade-Marks™ Rigby, L. J., said: 


The main object of the restriction upon assignments, imposed by the Act, was to pre- 
vent confusion or deception by suggesting that the articles to which the mark is applied 
continue to have some connection or other with the original registered owner. 


Limitations on Assignability 


But that there are limitations upon the right of assignment is apparent from the 
judgment of Lord Kingsdown in the Leather Cloth case™ where he said: 


Though a man may have property in a trade-mark, in the sense of having the right 
to exclude any other trader from the use of it in selling the same description of goods, 
it does not follow that he can, in all cases, give another person a right to use it or to 
use his name. If an artist or an artisan has acquired by his personal skill and ability a 
reputation which gives to his works in the market a higher value than those of other 
artists or artisans, he cannot give any other person the right to affix his name or mark 
to their goods, because he cannot give the right to them to practice a fraud upon the 
public. 


The restrictions placed upon the right of assignment by Lord Kingsdown in the 
above quotation is an illustration of the impossibility, in certain cases, of validly as- 
signing a trade-mark even though the good-will is transferred at the same time 
because the name or mark is inseparably associated with certain personal qualities 
of the assignor. This doctrine is well illustrated by the well known “Fadette Ladies’ 
Orchestra” and “Flonzaley Quartet” cases in the United States.” 


17. (1902), 3 O. L. R. 263. 

18. See also Smith v. Fair (1887), 14 O. R. 729; Thompson v. McKinnon (1877), 21 L. C. J. 
355; Love v. Latimer (1900) ; 32 O. R. 231; Meagher Bros. & Co. v. Hamilton Distillers Co. 
(1903), 8 Ex. C. R. 311; Mello-Creme Products v. Ewan’s Bread Ltd. et al. (1930), Ex. C. R. 
124; Moyer v. Holland (1933), Ex. C. R. 217; Siegel Kahn Co. of Canada Ltd. v. Peggy Sage, 
Inc. (1935), Ex. C. R. 1; Coca-Cola Co. of Canada Ltd. v. Pepsi-Cola Co. of Canada Ltd. 
(1938), Ex. C. R. 263; John Sinclair Ltd.’s Trade-Mark (1932), 49 R. P. C. 123; Maclean’s 
Ltd. v. J. W. Lightbown & Sons Ltd. (1937), 54 R. P. C. 230. 

19. Harness’ Trade-Mark (1900), 17 R. P. C. 40; Linotype Co.’s Application (No. 2) 
(1900), 2 Ch. 238; 17 R. P. C. 380; Valentine Extract Co.’s Trade-Mark (1901), 18 R. P. C. 
175; Maclean’s Ltd. v. Lighibown & Sons Ltd. (1937), 54 R. P. C. 230. 

20. (1897) 2 Ch. 371; 14 R. P. C. 265, 621 at p. 630. 

21. (1865) 11 H. L. C. 534. 

22. Messer v. The Fadettes (1897), 168 Mass. 140; Bailly v. Betti (1922), 241 N. Y. 22. 
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Severance of Parts of Good-will 


In many cases there may occur severance of part or parts of the good-will at- 
taching to a business.” Trade-marks used in a part only of a business may be 
sold along with that part of the good-will.“ A purchaser will only obtain the right 
to use the trade-mark assigned to him upon the goods included within that part 
of the good-will which is transferred.” But when it is attempted to make a sever- 
ance of good-will in connection with the assignment of trade-marks, scrupulous 
care must be taken to see that the good-will in the goods covered by the mark sought 
to be assigned is capable of severance. Thus, in John Sinclair Ltd.’s Trade-Mark* 
the firm of Carreras Ltd. registered, in 1923, a trade-mark consisting of the word 
“Tatler” in respect of tobacco whether manufactured or unmanufactured. In 1930 
Carreras purported to assign the trade-mark to the plaintiffs together with the good- 
will of the business concerned in the goods in respect of which the trade-mark was 
registered. The trade-mark had only been used for cigarettes; and Carreras con- 
tinued to manufacture them for John Sinclair Ltd. Upon a motion to expunge, 
it was held by Maugham, J., at the trial, and confirmed by the Court of Appeal, 
that it is impossible for a manufacturer, having many different marks for different 
brands of cigarettes or other similar articles made as the result of the work and 
skill and discrimination of the same group or groups of people, to have a separate 
good-will in respect of each of those brands, and that the purported assignment in 
this case was one which was invalid as far as it concerned the trade-mark. The 
mark was therefore ordered to be expunged. Lord Hanworth, M.R., said :* 


Carreras had no intention of handing over the good-will of their business. Yet the 
trade-mark is to be assigned in connection with the good-will of the business, that is, of 
the sale of tobacco, manufactured or unmanufactured. It is in respect of those goods for 
which the mark has been registered, and, therefore, the limitation of the transmission of 
the mark is in respect of those goods, the good-will of that business, in respect of which it 
has been registered. I need hardly repeat the significance of that; but when one looks 
at those words they are plainly too large for what was intended to be done by the 
transaction. 


And Lawrence, L. J., said :* 


I agree with Mr. Justice Maugham that there is no indication in the Section that a 
trade-mark can be assigned with only a portion of the good-will of the business con- 
cerned in the goods for which it is registered. Without expressing any concluded opinion 
on the question whether a good-will can be split up, I am clearly of opinion that a trade- 
mark cannot be registered with only that portion of the good-will which necessarily passes 
with the trade-mark when it is assigned by itself. To hold the contrary would be to affirm 





23. It goes without saying, of course, that wherever we discuss a transfer of the good-will 
of a business as concurrent with the transfer of a Canadian trade-mark, we mean that it is the 
good-will in Canada which passes by the assignment. See Rey v. Lecouturier (1908), 2 Ch. 
715; (1910) A. C. 262; 25 R. P. C. 265; 27 R. P. C. 268. 

24. Sunbeam Motor Car Co.'s Application (1916), 33 R. P. C. 389 at p. 398 per Younger, J. 

25. Edwards v. Dennis (1885), 30 Ch. D. 454; Hart’s Trade-Mark (1902), 2 Ch. 621; 19 
&. P. c. Se 

26. (1932), 49 R. P. C. 123. 

27. At p. 137. 

28. At p. 139. 
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the proposition that a trade-mark can be assigned in gross, as such an assignment would 
necessarily carry with it such good-will as attaches to the mere user of the trade-mark.” 


Important considerations may arise in connection with the assignment of trade- 
marks used in a business both in Canada and in another country. In many cases 
where, for example, an American manufacturer has a Canadian selling agent it may 
be desired to assign the trade-mark in Canada to the selling agent along with the 
good-will of the sales part of the business. The English cases are authority for the 
proposition that an assignment attached only to the selling end of the business, with- 
out relation to any of the business of manufacturing, will be an invalid assignment. 
Thus, in Lacteosote Ltd. v. Alberman® one Famel manufactured in France a 
pharmaceutical preparation known as “Sirop Famel.” He obtained registration 
in 1907 as a trade-mark of a label under which the preparation was sold in France 
and England. In 1923 Famel appointed the plaintiff his sole wholesale agents for 
the sale of “Sirop Famel” in Great Britain, and it was agreed that Famel should 
not sell or supply to any persons in Great Britain, other than the plaintiff, that 
syrup or any other article calculated to take its place. That agreement was adhered 
to, and, in 1924, Famel assigned the trade-mark to the plaintiff together with the 
good-will of the business concerned in the goods in respect of which the said trade- 
mark was registered. In 1926 the plaintiff obtained registration of a trade-mark 
which was substantially an English version of the 1907 mark. The defendant pur- 
chased, from dealers in France, “Sirop Famel,” the manufacture of Famel, and 
sold the same in England, bearing a label identical or substantially identical with 
the 1907 mark. It was held that the Act embodied the principle that has existed 
apart from statute, that a purchaser of a word became the owner of it only if he 
became the purchaser of the business concerned in the goods to which the mark has 
been affixed ; that the Act did not permit a mark distinctive of a business composed 
of manufacturing and vending departments to be assigned with the vending portion 
separated from the rest of the business ; that the use by the plaintiff of the 1907 mark 
to distinguish exclusively such of Famel’s goods as passed through its hands was 
deceptive ; and that both marks being associated must be removed from the register. 
In giving judgment, Clauson, J., said :* 


The plaintiffs admittedly have never made the article either in England or in France. 
. . . In these circumstances, are the plaintiffs the properly registered owners of the 1907 
mark? Apart from statute it has been established since the decision in Leather Cloth Co. 
v. The American Leather Cloth Co.5* that a purchaser of a mark becomes owner of it 
only if he becomes at the same time purchaser of the manufactory or (to put it rather 
more widely in view of modern developments) the business concerned in the goods to 
which the mark has been affixed.** 


And also :* 


29. See also George Dobie & Son Ltd.’s Trade-Mark (1935), 52 R. P. C. 333. 
30. (1927), 44 R. P. C. 211. 

31. At p. 222. 

32. (1865), 11 H. L. C. at p. 534. 

33. See Pinto v. Badman (1891), 8 R. P. C. 181 at pp. 192-195. 

34. At p. 224. 
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Accordingly, the plaintiffs’ contention that the assignment was effectual to transfer 
the 1907 mark to them seems to me to fail, because the mark was not assigned in connec- 
tion with the good-will of the business (namely, Famel’s producing and vending business) 
concerned in Sirop Famel, within the meaning of the Act of 1905. The mark could only be 
assigned to Famel’s successors in the business to which the mark belonged. The plain- 


tiffs were not intended to succeed, and did not succeed to the business to which the mark 
belonged. 


Clauson, J., then quotes the words of Lord Justice Fry in Re Apollinaris Co.’s 
Trade-Marks, as follows :* 


The mark of a manufacturer pure and simple cannot rightly be assumed by an importer 
from the manufacturer, or by a person who buys from that manufacturer, unless indeed 
where all the goods of the manufacturer go to that importer or that dealer. If they did not, 
other goods of the manufacturer might reach the hands of other dealers, who might justly 
affix to them the manufacturer’s mark. Now for this purpose the owner of a natural 
source of an article which nature manufactures is in the same position as a manufacturer 
by the hands of his work people. If Saxlehner’s assent would justify the registration, it 
would follow that a manufacturer in Paris using a trade-mark well known in England 
could allow A to register it as his trade-mark, and thereby prevent B and C, who bought 
it from the Paris maker, from selling in England. 


Clauson, J., then continues: 


Applying that language to the present case, I am entitled to say that Famel, a manu- 
facturer in Paris, using a label exactly similar to the 1907 mark, cannot allow the plain- 
tiffs to register the 1907 mark and thereby succeed in preventing the defendant, who has 
bought ultimately from Famel, selling the preparation under Famel’s mark in England. 
Can Famel produce the desired result by assigning the label to the plaintiffs coupled with 
the good-will of the part of his business which is concerned with exporting the preparation 
into and selling it in England? It would be strange if he could; and this seems to sup- 
port my view that, on the true construction of Section 22, he can not.*® 


If, however, the assignment is an effective assignment, transferring good-will in 
connection with which the mark is used, that is, if it transfers the manufacturing as 
well as the vending business in the territory under consideration, namely Canada, 
the assignment will be good and effective.” 

Cases may arise in which a vending organization places upon the market goods 
of a producing organization, attaching thereto certain trade-marks. The vending 
organization may then drop the sale of those particular items covered by the trade- 
marks. It would seem that, upon so doing, the producing organization is entitled 
to the use of the marks and that the vending organization is not. Thus, in Robin- 
son V. Finlay,* Bramwell, L. J., said: 


If they sold their wine without reference, as I think they do, to its having been grown 
by any particular person, the wine of that particular person would have gained no par- 
ticular reputation as being sold by Messrs. Gilbey, and he would not be entitled in any 


35. L. R. (1891), 2 Ch. 186 at p. 234. 

36. See Warschauer’s Application (1926), 43 R. P. C. 46 at p. 54. 

37. Battle Creek Toasted Corn Flake Co. v. Kellogg Toasted Corn Flake Co. (1923), 4 
D. L. R. 543; 54 O. L. R. 537; Cranbux Ltd. and Lingner-Werke Aktiengesellschaft’s Trade- 
Marks (1928), 45 R. P. C. 281 at p. 288 per Clauson, J. 

38 L. R. (1877), 9 Ch. D. 487 at p. 502. 
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way to use their trade-mark; but supposing Gilbey’s were unwise enough to sell a par- 
ticular wine and to earmark it in some way, applying a particular trade-mark to it, 
and describing it in such a way that that portion of their sales got a special renown inde- 
pendently of Messrs. Gilbey themselves, and they chose to sell it no longer, I should doubt 
very much whether the grower of the wine would not be entitled to use all the marks 
which had designated those wines with their trade-mark over it.*® 


“Concurrent” Does Not Mean Contemporaneous 


It is not necessary that the assignment of the trade-mark and the transfer of 
the good-will should be contemporaneous ; they need only be concurrent.*” There 
need not be any legal conveyance of the good-will if the assignee is equitably en- 
titled to it.“ The point was fully covered by Maclean, J., in Coca-Cola Co. of 
Canada Ltd. v. Pepsi-Cola Co. of Canada Ltd.** In discussing the effect of Sec. 44(2) 
of the Act, where the good-will of the plaintiff’s business in Canada was transferred 
in 1923, but it was not until 1930 that an assignment in writing of the mark from the 
parent company. was registered by the plaintiff, the learned Judge said as follows: 


I think this provision of the statute means only to express what always was the law, 
namely, that a trade-mark is assignable only with the good-will of a business, and not 
otherwise. The word “concurrently,” which, I think, is surplusage, merely means that 
an assignment of a trade-mark to be valid must accompany, or be “concurrent” with, 
the sale, transfer or assignment, of the good-will of a business, and that it cannot be made 
before or after as something apart from, and independent of, the good-will of a business. 
The statute does not say that the assignment must be evidenced by registration of an 
instrument in writing, although an assignment in writing would, of course, be desirable in 
establishing title to a mark. The statute can hardly be construed to mean that where 
a business is sold and transferred to another, and the sale expressly or impliedly includes 
any trade-marks registered and used in association therewith, that an assignment of the 
mark in writing must be made precisely contemporaneous with the sale and transfer of 
the business itself, and must be contemporaneously registered. I do not think Section 
42(2) means that 

It has been held in England, as stated in Kerly on Trade-Marks, 6th edition, at page 
408, that it was not essential that the assignment of a trade-mark and the transfer of the 
good-will should be exactly contemporaneous, or that there should be any legal con- 
veyance of the latter if the assignee is equitably entitled to it; it is also stated by the 
author that where a company sold its trade-marks and the good-will of its business, 
but was dissolved without its making any assignment to the purchaser, the equitable 
owner was registered as the proprietor of the trade-marks; and authorities are referred 
to in support of such propositions. The Section of the English Trade-Marks Act in 
force at the date of such authorities was to the effect that a trade-mark when registered 
shall be assigned and transmitted only in connection with the good-will of the business 
concerned, in the particular goods for which it has been registered, and shall be deter- 
minable with that good-will. In the case of In re Welcome’s Trade-Mark® Chitty, J., 
held that it would be too narrow a construction of that Section to read it as if the assign- 
ment of the trade-marks must be contemporaneous with the assignment of the good- 


39. See also Warschauer’s Application (1926), 43 R. P. C. 46. 

40. Pepsi-Cola Co. of Canada Ltd. v. Coca-Cola Co. of Canada Ltd. (1938), Ex. C. R. 
263; see also in the Supreme Court (1940), 1 D. L. R. 161; Welcome’s Trade-Mark (1886), 
32 Ch. D. 213; 3 R. P. C. 76; Hammond v. Malcolm Brunker Co. (1892), 9 R. P. C. 301. 

41. Macmillan v. Ehrmann Bros. Ltd. (1904), 21 R. P. C. 357, 647. 

42. (1938), Ex. C. R. 263 at p. 297; see also in Supreme Court (1940), 1 D. L. R. 161. 

43. (1886), 32 Ch. D. 213. 
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will; he said: “That seems to me to be far too narrow a construction to adopt. But the 
point remains whether there must not have been some assignment of the good-will, and 
an assignment of the good-will from the person who is the registered proprietor of the 
trade-mark.” There was no suggestion that the assignment had to be registered. I 
think the meaning and sense of the Canadian statute is the same as that of the English 
statute of 1886, notwithstanding the use of the word “concurrent” in the former. 

Upon the facts here disclosed, I think, the assignment in writing of the trade-mark 
in question, made and recorded in 1930, long prior to the bringing of this action, is to be 
treated as a valid assignment made in connection with the assignment of the good-will 
of the business, and as of that date, I can have no doubt but that the plaintiff acquired 
along with the good-will of the business the equitable title to the mark in question, 
and it has used that mark ever since 1923, in connection with the manufacture and sale of 
a beverage, known only by that mark. I would entertain no doubt but that the plain- 
tiff would succeed in any proceeding brought by it to have the mark registered in its 
name, if for any cause, an assignment in writing had not been procurable, from its 
predecessor in business. All equities would be open to it, and might be enforced in like 
manner as in respect of any other personal property. 


4. The Licensing of Trade-Marks 


Whatever interpretation may be placed upon the word “transmission” in Sec. 
44(2) of the Unfair Competition Act 1932 and whether or not it would by implication 
include within its meaning a license in addition to an assignment, it appears to be 
well established that a mere license to use a mark without any transmission of the 
good-will in the goods to which the mark is applied would vitiate the mark itself. 
A license to use a trade-mark is unnecessary if the mark is to be used in connection 
with the goods of the proprietor of the trade-mark, and is illegal, because leading to 
deception, if it is to be used in connection with the goods of anyone else.“ 


License, in General, Vitiates the Mark—The Bowden Wire Case 


On this question there is much authority, the most important of which is the 
decision of the House of Lords in Bowden Wire Limited v. Bowden Brake Co. 
Limited.** In that case the plaintiff company was the owner of letters patent for 
certain wire used in connection with the transmission of power for cycle and motor- 
cycle brakes, sold under the name “Bowden Wire.” In 1901 the plaintiff company 
promoted the defendant company and transferred to it that part of its business which 
was concerned with brakes for pedal cycles only. In 1903 the plaintiff company 
registered a trade-mark for brakes for velocipedes consisting of a picture of a coil 
of wire with the word “Bowden” enclosed therein, and it granted a license limited 
to the continuance of the letters patent to the defendant company, to use this trade- 
mark in connection with brakes for pedal cycles. In 1904 the plaintiff company 
registered the same trade-mark in respect of component parts, attachments and ac- 
cessories of velocipedes other than brakes. The directors of the two companies 
were substantially the same until shortly before the commencement of the action. On 
the expiration of the letters patent the defendant company continued to use the mark 


44. Oldham v. James (1862), 13 Ir. Ch. 393; 14 Ir. Ch. 81; Rogers’ Trade-Mark (1852), 12 
R. P. C. at p. 158 per North, ).; Boussod, Valadon & Co. v. Marchant (1908), 25 R. P. C. 
at p. 53 per Moulton, L. J.; Thorneloe v. Hill (1895), 11 R. P. C. 61. 

45. (1913), 30 R. P. C. 45, 580; (1914), 31 R. P. C. 385. 
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not only on brakes for pedal cycles but also in respect of brakes for motor cycles 
which it then began to manufacture. The plaintiff company brought action to re- 
strain the defendant company from using the trade-marks. The defendant com- 
pany moved to expunge the trade-marks alleging that they were not distinctive and 
were calculated to deceive. While the speech of Lord Dunedin discusses the mat- 
ter at greater length, that of Earl Loreburn, which is quite short, contains the com- 
plete principle applicable in this connection : 


The appellants have misconceived, or at all events misused, the protection which the 
law gives to a trade-mark. The object of the law is to preserve for a trader the reputa- 
tion he has made for himself, not to help him in disposing of that reputation as of itself a 
marketable commodity, independent of his good-will, to some other trader. If that were 
allowed, the public would be misled, because they might buy something in the belief 
that it was the make of a man whose reputation they knew, whereas it was the make 
of someone else. All this is elementary, and I only state it because a long argument 
was addressed to us in support of the proposition that the registration of a trade-mark 
implies no representation to the public at all. 

In this case the appellants parcelled out the right to use their trade-mark as if they 
had been dealing with a patent. The particulars of the distribution are not important. It 
is enough that they enabled or allowed people, who were not registered for it, to use 
the trade-mark on a substantial scale for their make of a description of goods dealt with 
habitually in the same class of business. 























It will be noted in the speech of Lord Dunedin that on several occasions he speaks 
of the transaction as an assignment of the trade-mark in gross.** It is quite clear 
however, from the facts stated in the report that the transaction in question was a 
license and not an assignment. It is, however, noteworthy that Lord Dunedin ap- 
preciated the fact that, to this extent, a license in gross stands on the same footing as 
an assignment in gross and cannot be differentiated therefrom. 





















Otherwise in Case of Proprietor’s Own Goods—The Coles Proprietary Case 


But it is important to remember that it is not in every case that a license to use a 
trade-mark will vitiate the mark. We have already noted that a license to use a 
trade-mark is unnecessary if the mark is to be used in connection with the goods of 
the proprietor of the mark. Even though unnecessary, the validity of the mark is 
not jeopardized if a license is granted under such circumstances. This appears from 
an Australian case finally determined in the Privy Council.” There a company 
owning multiple stores licensed the use of its trade-names for a particular locality 
to a retail owner for the purpose of selling goods supplied by it. The licensee (with 
the licensor’s consent) purchased goods elsewhere, owing to the licensor’s inability 
to supply goods. The license was subsequently terminated but the licensee con- 
tinued to use the trade-names, claiming that the license had precluded the licensor 
from claiming that the trade-names were distinctive and that they had become 
vitiated. In rejecting this contention, the Privy Council, speaking through Lord 
Wright, said :* 






46. See per Lord Dunedin 31 R. P. C. at pp. 392 and 395. 
47. J. H. Coles Proprietary Ltd. v. Need (1933), 50 R. P. C. 379. 
48. At p. 387. 


ASSIGNMENTS AND LICENSES IN CANADA 


There was clearly no fraudulent intent on the part of the appellant; the license in 
its inception was properly issued because it was intended that the respondent should only 
vend goods emanating from the appellant; the trade-names of the appellant could there- 
fore be properly applied both to the goods and to the business in which the goods were 
sold, since for this purpose it is immaterial whether the goods were sold in the appellant’s 
shops or in shops owned by licensees such as the respondent. What happened was that as 
time went on, the appellant being unable to give full supplies to the respondent, the 
respondent had to get some supplies elsewhere, and eventually the supplies from the sources 
outside the appellant far exceeded what the appellant was able to supply. But the license 
was continued in good faith and in the hope that the difficulties would pass and the goods 
sold by the respondent be once more, as originally contemplated, goods solely supplied by 
the appellant. Their Lordships are unable to find any fraud in the original grant of the 
license, which in their opinion was made in good faith and in the ordinary course of busi- 
ness and was only continued until it was seen that the original arrangement had finally 
fallen through, when it was duly revoked. Thereupon, the respondent was wrongfully 
refusing to admit the appellant’s rights and was wrongfully claiming to use its trade- 
names without authority and in respect of goods with which the appellant was not con- 
nected in any way, and to do so permanently and indefinitely, contrary to the appellant’s 
prohibition. Their Lordships know of no authority which justifies the holding that in such 
circumstances as these the respondent should not be prevented not only from infringing 
the appellant’s rights, but also from deceiving the public. Furthermore, even if, con- 
trary to their Lordships’ opinion, the appellant authorised, or was privy to, the prac- 
ticising of any deception on the public, the appellant now no longer authorises, but seeks 
to stop, that deception, and their Lordships do not see any reason why, even if the 
appellant ever did wrong, he should not be allowed to repent and obtain the prohibition 


of the Court to stop any such deception, not only in his own interest but in that of the 
public. 


The essential point of this decision is that the license was originally granted for 
a completely proper purpose. It was indeed unnecessary because only the goods 
of the proprietor were to be sold under the mark. It cannot, however, be denied 
that their Lordships strained the interpretation of the law on this point to its utmost 
limit for a situation might easily be imagined where goods from other sources were 
sold so extensively under the trade-name and for such a long period of time that 
the public might be deceived if the licensee changed his source of supply back to 
the original supplier and owner of the name. To this extent the decision is probably 
of little authority beyond its particular facts except in so far as it shows that a license 
under a trade-mark does not necessarily vitiate the mark, and this a fortiori where 
the goods sold under the mark are those of the licensor. 

This principle, which appears clearly from the decision in several Canadian 
cases, applies whether the goods sold under the mark are actually manufactured by 
the licensor and sold by the licensee as selling agent or whether the goods are manu- 
factured by the licensee under the licensor’s supervision, the licensee acting as agent 
for the licensor, not only in his capacity of seller but also as manufacturer. 


Exception in Case of Agency—The Seigel Kahn Case 


The decision of Maclean, J., in Siegel Kahn of Canada, Ltd. v. Peggy Sage, Inc.” 
may be regarded as the leading authority in Canada on this point. The facts 


49 (1935), Ex. C. R. 1. 
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were as follows: Peggy Sage, Inc., the respondent, a United States corporation, 
in July, 1932, registered the trade-mark “Peggy Sage” in the United States and 
in June, 1933, registered the same mark in Canada. The Northam-Warren cor- 
poration, a United States company, owned all the capital stock of the respondent, 
as well as that of Northam-Warren, limited, a Canadian corporation. In Octo- 
ber, 1932, an agreement was entered into between Northam-Warren Limited, the 
Canadian company, and the respondent, Peggy Sage, Inc., the terms of which may 
usefully be set out in detail. 


1. Sage hereby appoints Warren its exclusive manufacturer and selling agent for the 
manufacture and sale in the Dominion of Canada only, of certain products which are 
named, under the “Peggy Sage” name and trade-mark for a period of twenty (20) years 
from November 1, 1932. (Then follows a list of the names of the “Peggy Sage” prod- 
ucts. ) 

2. Sage agrees to communicate its formulae. 

3. Warren agrees to maintain the quality of the “Peggy Sage” products. 

4. It is understood that this agreement shall cover the Dominion of Canada and New- 
foundland only, and in this territory Warren is given the exclusive right for the manu- 
facture and sale of Sage products. 

5. Warren hereby recognizes that Sage is the owner of all “Peggy Sage” trade-marks, 
trade-mark rights, trade-names, brands, and good-will of the business associated with such 
marks, and Warren hereby agrees not to claim any ownership of such trade-marks with- 
out the express written permission of Sage. 

6. This agreement is made in consideration of the payment of One Hundred ($100) 
Dollars by Warren to Sage, and for other valuable considerations, the receipt of which 
is hereby acknowledged but it is understood that all expenses in connection with the manu- 
facture of “Peggy Sage” products, including the examination and testing of such prod- 
ucts by Sage, shall be borne by the party Warren. 

7. This agreement shall supersede all other agreements between the parties and shall 
become effective and operative as of November 1, 1932. 





The petitioner, Siegel Kahn Company, claimed that by entering into this 
agreement the respondent parted with its right to its trade-mark and the same thus 
became vitiated, and that it had no longer the right to use or register the mark in 
Canada. The petitioner also claimed that the Northam-Warren company manu fac- 
tured and sold the goods in Canada for its own account and that they were not 
the goods of the respondent, thus misleading dealers and users. The petitioner 
asked that the trade-mark be expunged. The leading authority relied upon by the 
petitioner was the Bowden Wire case, discussed above, and in his reasons for judg- 
ment Maclean, J., considered this case in great detail. Maclean, J., clearly pointed 
out the principle of the Bowden case and in the words used by him the distinction 
between the Bowden case on the one hand and the Siegel Kahn case on the other 
hand may be readily perceived :” 


The principle deducible from the decision of the House of Lords, applicable to the con- 
troversy here, is, in my opinion, that a licensing of a trade-mark in gross, as the phrase 
goes, and the use of that mark by an unregistered licensee, on goods manufactured and 
marketed by such licensee as his goods, and not those of the registered owner of the 
mark, vitiates the registered mark, in the Bowden case, the first registered mark. The 


50. (1935), Ex. C. R. 1 at p. 10. 















ASSIGNMENTS AND LICENSES IN CANADA 


pedal cycle brakes there were made and sold to the public by the Brake Company as its 
own goods. Further, that the use of the mark on pedal cycle brakes by the Brake Com- 
pany, and the use of the same mark on related goods made and sold by the Wire Company, 
was calculated to confuse the public.®! 


In considering the agreement in question Maclean, J., examined the course of 
conduct of the respondent and its associate company and while it is not felt neces- 




















sary to repeat them in detail, the conclusions which he drew from®%these facts are 


important :** 


Now, what conclusions are to be drawn from the facts which I have narrated in respect 
of the manufacture and sale of “Peggy Sage” products, and the use of the mark in ques- 
tion, in Canada, and also from the terms of the agreement? It seems to me that the facts 
establish that “Peggy Sage” products are manufactured and sold in Canada by Warren 
as the manufacturing and selling agent of Sage, and not as the goods of Warren; that the 
registered trade-mark is used on such goods to indicate the goods of Sage and not the 
goods of Warren; that there is no evidence of any confusion or deception on the part of 
the public flowing from the conduct of Warren or Sage; and that there is no evidence of 
any retailer or user of “Peggy Sage” products being led to believe that the goods mar- 
keted are those of any person or concern other than Sage. The manner of placing the 
“Peggy Sage” products on the market, as exemplified by the printed matter on the car- 
tons, bottle, inspection slips, price lists, invoices and advertising matter, all negative the 
suggestion that the goods are marketed as the goods of Warren, or that there is any intent 
to represent the same to the public as the goods of any one else but that of Sage, or that 
the public regard them as anything but the goods of Sage. The fact that the petitioner 
herein only discovered upon the production of the agreement the suggestion that the 
“Peggy Sage” goods were those of Warren, though it was in much the same class of busi- 
ness, is rather a demonstration that, in fact, to retailers and users, and the public gen- 
erally, the “Peggy Sage” goods, accompanied by the mark in question, are regarded as 
the goods of Sage and that there is no ground for confusion or deception on the part of 
anybody. Then coming to the agreement itself. The agreement merely designates War- 
ren as “its (Sage) exclusive manufacturer and selling agent for the manufacture and 
sale in the Dominion of Canada,” of certain named products. That would seem plain. 
There is no assignment of the good-will in Sage’s business in “Peggy Sage” products; 
and in fact the agreement stipulates that there is not any such transfer, or of the mark 
associated with such goods. I think the agreement means that Sage contracted that 
Warren was to manufacture and distribute “Peggy Sage” products in Canada, for and 
on account of Sage, and as its agent. And there cannot be any objection to this being 
done. The provisions of the agreement as to inspection, standard of goods, the examina- 
tion and testing of such goods, by Sage, all seems consistent with that view. The clause 
in the agreement in reference to the expense of manufacturing “Peggy Sage” products 
being borne by Warren does not indicate to me that this was intended to mean that the 
goods so manufactured and sold by Warren, were to be considered the goods of Warren. 
The full facts as to the terms of manufacturing, and just how Warren was to be recom- 
pensed, are not, I think, fully disclosed, in fact there was no reason why in the circum- 
stances they should be disclosed, if both parties saw fit not to do so. The consideration 
stated in the agreement is obviously nominal, and does not indicate the sale of the good- 
will of the business of Sage to Warren, and what was meant by “other valuable con- 
siderations” is not disclosed. I think the true construction of the agreement is that 
Warren was to manufacture and distribute for Sage, the goods of Sage, and that the 
trade-mark of Sage was to be applied thereto to indicate the goods of Sage. In prac- 


51. Italics supplied. 
52. At p. 13. 
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tice, that is what was done, and except in a very technical sense there would seem to be 
no reason for thinking otherwise. The whole agreement expresses a business arrange- 
ment for the conduct of Sage’s business in Canada, by an agent, without transferring its 
registered mark or the good-will in the business with which the mark was associated.®* 


Maclean, J., clearly pointed out the distinction between the arrangement in the 
case at bar and that in the Bowden case. 


Nothing more, I think, can be usefully said, unless it be to refer briefly again to the 
Bowden case. The facts in the Bowden case, and in this, are quite dissimilar. I do not 
think any confusion or deception in the use of the trade-mark here arises. The mark is 
being used by one party only, and that, I think, is Sage, which was not the fact apparently 
in the Bowden case. In respect of the first registered mark in the Bowden case there 
was an assignment of the good-will of the business with which the mark was associated, 
together with permission to thus use the mark; here there was no transfer or assign- 
ment of the good-will of the business, or the mark; both were, I think, expressly retained 
by Sage, and in my view of the matter there was no licensing of the registered mark in 
gross, in fact or in law, to Warren. There can be no doubt, I think, that Sage had a 
good-will in the Canadian business in “Peggy Sage” products. . . . In the case under 
consideration the registered trade-mark applied to “Peggy Sage” goods was an intimation 
that the same were those of the registered owner of the mark, as I think in fact they 
were, whereas in the Bowden case, in respect of the first mark, the goods were clearly 
not those of the registered owner of the mark. The facts, and the agreement reached 
between the parties in the Bowden case, differ altogether from the facts, and the manu- 
facturing and selling arrangements, made between Warren and Sage.™ 


The Schick Case 


Two other Canadian cases may be referred to briefly. In Magazine Repeating 
Razor Co. Limited of Canada, et al. v. Schick Shaver Limited® Schick in 1927 
licensed the plaintiff to manufacture certain patented safety razors and blades to- 
gether with the right to apply the mark “Schick” to them. In 1929 Schick licensed 
the plaintiff company to manufacture and sell Schick Shaving Machines or dry 
shavers, and, as a term of the license agreement, required the plaintiff to place the 
trade-mark “Schick” thereon. The plaintiff company terminated the 1929 agree- 
ment with respect to dry shavers and Schick thereupon made arrangements whereby 
his dry shaver was manufactured by another company, the name “Schick” being 
placed upon such shaving machines when they were sold. The present action was 
brought against the defendant company for an injunction restraining it from using 
the word “Schick” on dry shavers, it being contended that such use was an infringe- 
ment of the trade-mark registered by it in 1927 as applied to razor blades: and a 
number of other articles including shaving machines. 

Maclean, J., held that the compulsory use of the name “Schick” in connection 
with dry shavers in the 1929 licensing agreement was a condition imposed by 
Schick and the acceptance of that condition was an admission that Schick had the 
right to use his own name on dry shavers. When the plaintiff, the licensee, later 
terminated the license and surrendered back to the licensor all rights acquired 


53. Italics supplied. 
54. Italics supplied. 
55. (1939), Ex. C. R. 108. 
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under the license then the licensor was free to make and sell his invention with his 
name marked thereon. In the result it was held that the plaintiff did not have the 
right to register the name “Schick” in connection with dry shavers and any con- 
fusion resulting from the use of the name by both parties was caused by the plain- 
tiffs and to that they had no right to object in view of the fact that they had helped 
to create the inconvenience. 

The important point which emerges from this decision is the attitude which the 
Court took to the licensing agreement. Maclean, J., said :** 


When it came to the licensing of Schick’s patented dry shaver in 1929 Schick granted 
a license to the Razor Company to manufacture and sell that invention on the condition 


that it be marked with his name, a proper precaution for a licensor to take in many 
instances. 


Associated Companies—The Good Humor Case 


Some words of Angers, J., in Good Humor Corporation of America v. Good 
Humor Food Products Ltd., et al. would seem to be contrary to the trend of 
opinion expressed in the foregoing cases. These words are as follows: 

It was urged on behalf of the defendants that in as much as the plaintiff in whose 
name the trade-marks are registered does not manufacture or sell any wares and conse- 
quently does not itself use the trade-mark, but licenses operating companies which pro- 
duce and distribute the wares to use the trade-marks thereon, the trade-marks have be- 
come null and void. This contention would as I think be well founded if the license had 


been given to an independent company or a stranger to use the trade-marks on goods 
other than the goods of the owner of the marks. 


Angers, J., then went on to point out that the various corporations concerned 
constituted one organization and on the principle of the decision of the Comptroller 
in In re Trade-Mark “Radiation” a distinction should be made between such a situa- 
tion and that contemplated in the Bowden Wire case. 

The facts in this case are that the plaintiff company, an American corporation, 
carried on business by means of a number of operating companies, licensing them 
to manufacture certain products, the operations of all companies being identical ; 
the stock of the plaintiff and the operating companies was wholly owned by a 
Delaware company and all companies were managed and governed by a committee 
of five members, the same committee for each company. 

It is apparent that the facts of the Good Humor case are quite similar to the facts 
of the Siegel Kahn case except in so far as the close organization of companies is 
concerned. Whatever may be the opinion of Angers, J., as to the effect of such a 
close association of companies it must be suggested that he misdirected himself when 
he said that “the plaintiff does not manufacture or sell any wares.” It would seem 
upon a close examination that the plaintiff did manufacture and sell by agents. 

All these cases seem to indicate, however, in the words of Angers, J., in the 
Good Humor case, that the principle to be applied is that a licensing arrangement 
will render a mark or name void “if the license has been given to an independent 


56. At p. 118. 
57. (1937), Ex. C. R. 61 at p. 73. 
58. (1930), 47 R. P. C. 37. 
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company or a stranger to use the trade-marks on goods other than the goods of the 
owner of the marks.” The point was succinctly covered by Lord Shaw in the 
Bowden Wire case where he said :® 


A trade-mark, after all, is simply an intimation upon goods that they are the goods of 
the owner of the mark. That is in one compendious phrase the entire law of trade-marks. 


The decisions quoted above will be seen to be in complete harmony with that 
statement of the law if they are closely examined.” 


5. Licenses Under Association Marks 


There is, however, one type of trade-marks in connection with which licenses 
are permitted in Canada. This is the type known as association and territorial 
marks. (Sec. 12(1) of the Unfair Competition Act, 1932, provides that a trade-mark, 
the use of which is intended to indicate only that the wares in association with which 
it is used are of a defined standard, or have been produced under defined working 
conditions, by a defined class of persons or in a defined area, may be adopted for 
use only by a person who is not engaged in the manufacture, sale, leasing or hiring 
of such wares as those in association with which the mark is used. The registered 
owner of any such trade-mark is, by Sec. 12(2), entitled to license its use by such 
persons and in association with such wares as he may from time to time determine 
and to prevent its use by unauthorized persons or in association with any wares to 
which the license does not extend. 


6. Canadian Compared with British Practice 


The law of Canada with respect to assignments and the general prohibition 
against the licensing of trade-marks and trade-names is generally in an unsatisfac- 
tory state. The theory upon which the Canadian law of trade-marks has been based 
is that of indication of origin. If the link between the mark and the business with 
which it was associated were severed, it would be contrary to public policy to recog- 
nize the continuance of any exclusive right in the mark. Such a rule has obviously 
become artificial having in mind the growth of corporate activity and the practice 
of operating through subsidiaries. The entire control of a business might be changed 
by a transfer of shares without any assignment of the trade-mark, whilst, on the 
other hand, the transfer of a part of a business to a subsidiary company might in- 
volve no real change in control and yet require an assignment of the trade-mark 
which could not be legally effected.“ A license by the proprietor of a mark to an- 
other party to use that mark on goods other than those of the proprietor has gen- 
erally been considered to be a form of deception which, in the case of a registered 
mark, invalidated the registration, and in the case of an unregistered mark, put an 
end to the common law rights. These were among the considerations which 
prompted the British Departmental Committee of 1934 to make the following recom- 
mendations : 





59. (1914), 31 R. P. C. 385 at p. 395. 
60. Cf. Bakhshi Singh et al. v. Hall et al. (1942), 2 Fox Pat. C. 1. 
61. Bray & Underhay; The Trade-Marks Act, 1938, p. 30. 
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That the requirement for the transfer of the good-will of the business on the assign- 
ment of a trade-mark is unduly restrictive in the circumstances of modern business and 
ought in the interests of trade to be done away with altogether, and that a trade-mark 
should be validly assignable for a part only of the goods for which it is registered pro- 
vided that there does not arise by reason of such assignment or transmission a right for 
more than one independent proprietor to use the mark or a similar mark for the same 
goods or description of goods so as to be likely to deceive or cause confusion. 

That the trend of modern commercial development requires some relaxation of the 
existing restrictions on the use of registered trade-marks by persons other than the 
proprietor, and that provision should be made for the registration under proper safeguards 
of persons authorised by a proprietor to use his registered trade-mark. 


The result of these recommendations was the inclusion in the Trade-Marks 
Act, 1938, of Secs. 22 and 28. Sec. 22 provided inter alia for assignment and trans- 
mission apart from good-will in the following terms :** 


1. A registered trade-mark shall be, and shall be deemed always to have been, assign- 
able with or without the good-will. 


2. A registered trade-mark shall be, and shall be deemed always to have been assign- 
able, for some or all of the goods in respect of which it is registered. 

3. The two foregoing provisions shall have effect in the case of an unregistered trade- 
mark if used in the same business as, and transmitted with and to the same person as, a 
registered trade-mark. 


4. The same or similar marks may not validly be assigned in such a way that exclusive 
rights arise in more than one of the persons concerned so that owing to the similarity of 
the goods or the trade-marks deception or confusion will arise: subject to certain excep- 
tions if for user within and without the United Kingdom. 

5. Provision is made for territorial divisions in connection with the same mark on 
approval of the Registrar, subject to registration. 


Sec. 28 provided for registered users of trade-marks to permit of use of regis- 
tered trade-marks by persons other than the proprietor. The section does not 
contemplate a system of unrestricted licensing but allows the registered proprietor 
to permit the use of the mark by other persons, subject to control by the Registrar. 
Under that section a person may become a registered user in respect of any or all 
of the goods for which a trade-mark is registered, either with or without conditions 
or restrictions, and his use of the mark under such registration is known as a “per- 
mitted use.” A registered user may, subject to the terms of any agreement existing 
between himself and the proprietor of the trade-mark, require the proprietor to 
take proceedings to prevent infringement of the mark, and, if the proprietor fails 
to do so within two months, the registered user may commence proceedings in his 
own name, making the proprietor a defendant. The registration of a person as a 
registered user may be varied on application by the registered proprietor both as re- 
gards the goods in respect of which the registration is made or as regards any condi- 
tions or restrictions to which it is subject. The registratation may be cancelled on 
application of the proprietor, the registered user, or both interested persons for rea- 
sons set out in the section.” 





62. Here paraphrased and shortened. 
63. Sec. 28 (8). 
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Whether these sections supply the complete answer to the need for amendment 
in the Canadian law is naturally open to question. There are of course undesirable 
situations which the present law is designed to prevent or restrict. It has been said 
that the complication of the provisions of Sec. 22 of the British Act is to some 
extent the result of an endeavour to reduce the consequence which might follow 
from a relaxation of the old rules.“ The provision of Sec. 28 relative to registered 
users would seem to be effective in preventing the abuses which might result from 
a general power to grant licenses. At any rate they constitute a serious attempt to 
grapple with a problem of pressing commercial importance and to provide a com- 
prehensive solution in the form of a code of rules. This would seem to be infinitely 
preferable to leaving the whole subject open for the slow, piece-meal and hap- 
hazard alteration in the law by judicial process as is the case in Canada. The 
Canadian law needs to be brought into harmony with modern business condi- 
tions and it should be modernized promptly and efficiently as a comprehensive 
code rather than left to the uncertainties of the judicial process. Predictability of 
result, based upon ascertained principles adequately covering the area of dispute, is 
the desideratum when approaching the solution of a legal problem. In the field under 
discussion such a result can be obtained only by carefully considered and skilfully 
framed legislation. So long as we are not provided with another ill-drafted and in- 
coherent legislative gerrymander, of which the Unfair Competition Act, 1932, is an 
example, legislation on the subject is in the interests of both the commercial and 
the legal worlds. 





RECENT TRADE-MARK DECISIONS IN COSTA RICA 


Oppositions to applications for registration of trade-marks in Costa Rica are 
decided in the first instance by the Registrar of Trade-Marks. From his decision an 
appeal lies to the Secretary of Hacienda y Comercio of the Costa Rican Government. 
The Secretary, Dr. Alvaro Bonilla Lara, in recent decisions on appeal, has exhibited 
an awareness of fundamental principles of trade-mark law and a wisdom which it 
is a pleasure to record here. Our correspondent in Costa Rica has sent us the text 
of three recent decisions of the Secretary which are as follows: 

Pyridium v. Pyridenal 

The New York Corporation, Pyridium Corporation, is owner in Costa Rica of 
the registered trade-mark “Pyridium.” The local firm, The Costa Rica Mercantile 
Co., in 1943 began selling a similar product under the mark “Pyridenal” manu- 
factured apparently by the Swiss company, Dr. A. Wander, S.A., and on the pro- 
test by the attorney of Pyridium Corporation they agreed to discontinue the sale 
temporarily and report to the Swiss Company for instructions. Shortly thereafter 
the Costa Rican firm applied for registration of “‘Pyridenal.” In their answer to the 
opposition, the applicants claimed that their product contained the substance 
“piridina” and they had the right to indicate the presence of the substance and there- 


64. Bray & Underhay, Op. cit. p. 31. 
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fore to use the name “‘Pyridenal” which was not confusingly similar as a whole to 
“Pyridium.” 

The Registrar dismissed the opposition. It held that the only thing common in 
both marks was the root “Pyrid”’ derived from the well known common term 
“piridina” which was contained in both products. When the opposer adopted as a 
trade-mark a word derived from the common substance, it exposed itself to the 
possibility that a competitor might adopt another word derived from the same root 
of common use. The Trade-Mark Office could not admit that the opposer may 
have an exclusive right to use the root “Pyrid” derived from a word of common 
and general use. 

On appeal, the Secretary, in his decision of March 7, 1945 reversed the Regis- 
trar. He pointed first to the fact that there was no doubt of the similarity between 
the two marks. “It is not possible to grant registration to ‘Pyridenal’ without 
destroying the fundamental principle of our trade-mark legislation that a new mark 
must be clearly distinct from previously registered marks. The prohibition in Art. 
4(c) of the Trade-Mark Law against the use as trade-marks of technical terms or 
words of general use refers to marks applied for after the law came into effect and 
not to marks already registered in Costa Rica.” Furthermore, the Secretary pointed 
out that trade-marks registered in Costa Rica protect articles manufactured by the 
owner. The applicants in this case are shown not to be the exclusive manufacturers 
of “Pyrindenal’; this product is manufactured by the Swiss firm, Dr. A. Wan- 
der, S.A., and this fact alone disqualifies the Costa Rican firm from applying for 
registration of the mark. 


Tabloid and Hypoloid v. Proloid 


The New York corporation, Burroughs Wellcome & Co., Inc., are registered 
proprietors in Costa Rica of the trade-marks “Tabloid” and “Hypoloid” for chemi- 
cal, pharmaceutical and biological products. A local merchant in Costa Rica applied 
for registration of ‘‘Proloid” for similar products. In his reply to the opposition by 
the American Company, the applicant claimed that the suffix “‘Loid” is a technical 
term in medicine and pharmacy and no one may claim exclusive rights therein and 
that outside this common term there is no confusing similarity between the marks. 

The Registrar in his decision upheld the opposition. He found phonetic 
similarity between the marks because of the identical suffix and also pointed to the 
additional phonetic similarity between “Proloid” and “Hypoloid” in view of the 
presence of the consonant “P” in both marks. He also held that the applicant was 
not entitled to registration as he was not the manufacturer of the product ‘“Proloid.” 

The Secretary in his decision of May 18, 1945 confirmed the decision of the 
Registrar. He pointed out that in passing upon the question whether a mark may 
be registered over prior registered marks, the marks in conflict must be considered 
as a whole and not by dissecting them into their syllables. That the prefixes 
“Pro,” “Tab” and “Hypo” may be different is immaterial so long as the marks as 
a whole are similar. The new mark contravenes the principle of the law that each 
mark must be “distinct” from previously registered marks. The Secretary also 
agreed with the Registrar that the applicant was not entitled to registration as he 
was not the manufacturer of the product “Proloid.” 
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“Coca-Cola” v. “Citro-Cola” 


The Coca-Cola Company, owner of the registered mark “Coca-Cola,” in Costa 
Rica, opposed the application for registration of “Citro-Cola” filed by the local 
firm Manuel y Eloy Ortega Herrero & Cia. In their reply to the opposition, the 
applicants alleged that the suffix in both marks “Cola” is a term of common use to 
distinguish refreshing beverages; that there is no similarity between “Coca” and 
“Citro”; and that there being registered in Costa Rica the marks “Coca-Cola” and 
“Pepsi-Cola” in the name of two different companies, there was no reason, legal 
or moral, for denying registration to “Citro-Cola.” 

The Registrar dismissed the opposition on the grounds alleged by the applicants. 
On appeal, the Secretary by his decision of April 14, 1945, reversed the Registrar. 
As in the previous cases he began by pointing out that there was undoubted phonetic 
similarity between the two marks “Coca-Cola” and “Citro-Cola,” which is contrary 
to the principle of the trade-mark law that the mark of the newcomer must be 
distinct from those already registered, and differ sufficiently therefrom as to elimi- 
nate confusion. Further, he points out that the mark “Coca-Cola” was registered in 
Costa Rica before the enactment of the trade-mark law containing prohibitions 
against the registration of technical terms or words of common or general use so that 
these provisions of the law in any case could not have any application to the case. 
Accordingly, the opposer possessed full rights in the trade-mark and these could not 
be denied to it totally or partially. 
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